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uy INTRODUCTION 


On December 2, 1968, the Board submitted OGCB Report 
6s-c (1) pivinewrtsati ndings on the application, of Atlantic 
Riehtield Company, Cities Service Athabasca, Inc., Imperial 
O11 Limited and Royalite Oil Company, Limited under Part VI A 
Grethe O1L and Gas Conservation Act. The application was for 
approval of a scheme for the recovery of oil sands and crude 
bitumen on a commercial basis commencing in 1973, and the 
production therefrom of 50,000 barrels per day of synthetic 
Crude oi1, 25,000 barrels per day of specialty oils and 5,000 
barrels per day of naphtha. 

In Finding 6 of OGCB 68-C the Board gave its proposed 
disposition of the application which is quoted in full in 
Appendix A and is highlighted below. 

The Board found that the application was satisfactory 
in all respects except for the marketing plan, and concluded 
that the application could not be granted at the time due to 
the "substantial uncertainty with respect to the probable 
magnitude and rate of development of the recent Alaskan dis- 
coveries.' The Board stated that it"would be prepared, there- 


fore, subject to the approval of the Lieutenant Governor in 
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(1) Report on an Application of Atlantic Richfield Company, 
Cities Service Athabasca, Inc., Imperial Oil Limited and 
Royalite Oil Company, Limited under Part VI A of The Oil 
and Gas Conservation Act. December, 1968. 


Council, to approve the application provided that; 
During the month of November 1969 at a public 
hearing called for the purpose upon eight weeks' 

notice following the filing of the applicants’ sub- 

mission, the applicants satisfy the Board that the 

balance of probabilities, as they amay at lecmo es te bie 
assessed, strongly favours the applicants  conten= 

tion that the probable Alaskan developments will be 

of the order of both those which they have forecast 

and which the Board has included in its low Alaska 

production case, and not such a degree greater as 

Polreduce Silentidcanelyetie deficiencies mow santici-— 

pated by the applicants in the United States indigen- 

ous supply of crude oil in the period 1973 to 1974. 

In the event that the applicants do not file a submission 
to be considered at a November 1969 Hearings) Om Webpe Lore 
September 5, 1969, the application would be deemed to be 
dismissed." 

it is to be noted that the disposition of the application 
is subject to the approval of the Lieutenant Coverno nein 
Council. Such approval has not been given, and they Lieutenant 
Governor in Council has given leave to the applicants to make 
a submission directly to him in connection with the Board's 
proposed disposition of the application. This submission was 
received by the Government on February 19, 1969, was tabled in 
the Legislature February 20, 1969, and has now been referred 


to the Board for its consideration. 


Be SUBMISSION OF APPLICANTS TO THE 
LIEUTENANT GOVERNOR IN COUNCIL 

The submission of the applicants to the Lieutenant 
Governor sin. Council, dated February 19, 1969. is) quoted «in 
full in Appendix B and is highlighted below: 

In their submission the applicants submitted that the 
additional hearing required under the Board's disposition 
of the application "would not be of decisive assistance to 
the Board" because of the unavailability of definitive infor- 
mation and the inability "of the applicant companies directly 
and indirectly involved in activities on the North Slopeof 
Alaska to testify because of competitive circumstances". 
The applicants advised that their "current estimates of 
future Alaskan production...... are not seriously incompat- 
ible with the Board's ‘High Alaska‘ case". The applicants 
continued that "in order to permit a prompt and favorable 
decision by the Board we are prepared to amend our applica- 
tion and accept an approximate three-year delay in authorized 
Plantes tantup dart ed's 

The applicants’ also submitted! that®in addition" tot the 
above amendment "the Board should also evaluate new evidence 
which is now available relating to the forecast of United 
States demand for petroleum". They submitted that this new 
evidence indicated a higher United States demand for oil than 


the Board had estimated in its 1968 report. 


According to the applicants the Combination of a’ three— 
year deferment in marketing date and the increased United 
States demand for oil will. "meet and offset the Beards con- 
cern over the possibility of a rapid buildup in Alaskan .pro- 
ductwvon « 

In the last paragraph of the submission the applicants 
requested that 

"the Lieutenant Governor in Council seek the advice 

of the Board on these matters and determine whether 
the Board would consent to amend the conditions under 
which it would be prepared, subject to the approval 
of the Lieutenant Governor in Council, to approve 
the application following a hearing called at the 
earliest possible date to consider: 
(a) an amendment to the application to provide 

for an approximate three-year delay in 

startup, and 


(b) » a study of new U.S. demand data." 


LL VIEWS OF THE BOARD 


This section sets forth the conclusions of the Board upon 
its examination of the applicants' submission to the Lieutenant 
Governor in Council with respect to the matters raised in the 


Supmies sa one 


Alaska Production 

The applicants contend that a November, 1969, hearing as 
prowided forsby thes Boardsingdtsadispositionr,of the; application 
would not be of decisive importance, that further information 
will only evolve over a period of years and that because of 
competitdvesfactors,the,appldcants would not. be able to testify. 
They turtherestatedythatetheir own estimates of future Alaskan 
production were not seriously incompatible with the Board's 
"High Alaskan" case and they were prepared to have their appli- 
cation considered on the basis of the Board's "High Alaska" 
case and accordingly seek a hearing “at the earliest possible 
date", 

The Board has considered whether the previous disposition 
should be modified with respect to the proposed November, 1969, 
hearing. The Board originally believed that exploration ac- 
tivity during the current winter season would permit "a more 
meaningful evaluation of the prospects in Alaska". In view 
of the applicants' recent submission the Board agrees that 
a delay to November for any further hearing would not likely 


effect its intended purpose and the Board believes that an 


earlier hearing could well be considered. The Board believes, 
however, that at any further hearing all parties should have 
an opportunity to present evidence and views regarding future 


Alaska development. 


Proposed Amendment with Respect to Start-up ie me 

The applicants state in their submission to the Lieutenant 
Governor in Council their preparedness to amend the application 
to delay the start of proposed commercial operations by approx- 
imately three years from 1973 to 19/76 of 1977. They contend 
that the combination of this deferment and a higher estimate of 
United States oil demand than employed by the Board would permit 
approval of, theireapplication. 

The Board considers the delay in start-up time now pro- 
posed by the applicants to be a most significant change and 
believesthe applicants should be given the opportunity to 
amend their application in this respect. At the August hear- 
ing and in the Board's subsequent analysis major concentration 
was placed on the period immediately preceding 1975. Whether 
such an amendment as to start-up time would permit the Board 
to recommend the granting of the application would of course 
depend on the Board's assessment of any new evidence and also 


on 4 more detailed) analysis vot thempertodmlo /5u Lol oUR 


Consideration of Forecasts of United States Oil Demand 

The applicants'. submission to the Lieutenant Governor in 
Council requests that the Board consider new evidence avail- 
able since August 1968 of probable United States demand. The 
Board accepts the applicants’ statement that “a number of 
forecasts have been issued in the United States showing sig- 
nificant increases in probable United States demand", and that 
the views of the applicants themselves have undergone a similar 
change. Ini any event, the assessment of United States demand 
ieeove Sbatbter epuart tot ethelinext decade ,mnot. focused upon tat othe 
August hearing, becomes a matter of extreme importance in con- 
sideratuon Of vihe 4application ; 

The Board agrees that new evidence with respect to the 
growth in United States demand would be germane to any re- 
consideration of the application and believes it appropriate 


that such new evidence should be considered. 


GConsucerationeo: Forecasts of United States Oil Production 
Exclusive of Alaska 

While the applicants have not requested that further 
Sonstueration be given to the forecasts of United States oil 
production exclusive of Alaska, the Board nevertheless is 
cognizant that there may be new information or estimates 
avast able relating to United States production. The board 
believes that if the United States demand forecasts are to 


be reconsidered, it is proper’ to provide interested parties 


with an opportunity to present any new evidence with respect 


to estimated United States oil production. 


Consideration of Other Matters 

The Board does not believe it would be useful or appro- 
priate to reopen for consideration any matters raised at the 
August hearing other than those referredst o above: ei arccoe. 
nizes, however, that it is possible that substantial change 
could arise in circumstances affecting the entry of Canadian 
oil in United States markets, or some other new and substantial 
development occur of real significance in consideration of the 
application. The Board believes that in such event evidence 
régarding the matter should be considered at any further 


hearing. 


IV AMENDED DISPOSITION OF THE APPLICATION 

The submission of the applicants to the Lieutenant Governor 
in Council raises no matters which cause the Board to revise 
the views, based upon the evidence submitted at the August 1968 
hearing, which are expressed in the first paragraph of Finding 
6 of OGCB Report 68-C, reproduced in Appendix A. 

The premises upon which the applicants' submission to the 
Lieutenant Governor in Council are based conflict with the 
second paragraph of Finding 6 of OGCB Report 68-6. These in- 
dicate that a more meaningful evaluation of the prospects in 
Alaska could not be expected from a hearing later in this year 
and that, in the light of the proposed new start-up date and 
new evidence regarding other matters that may be forthcoming 
if the hearing now proposed by the applicants is called, the 
possibilities with respect to Alaska may not be a barrier to 
the granting of the application. 

In the light of the present representations of the appli- 
cants to the Lieutenant Governor in Council regarding 

(a) their inability to provide definitive estimates 

of future Alaska production but their general 
acceptance of the Board's "high Alaska production" 
case, 

(b) their willingness to delay the start of commercial 

operations to a time some three years later than 


CnatwMorireinatlytappiied- rer ,*and 


-) hoe 


(c) the availability of new United States demand 
forecasts, 

the Board believes it proper that the provisions under which it 
would be prepared, with the approval of the Lieutenant Governor 
in Council, to approve the application, be altered, from those 
described in Finding 6 of OGCB Report 68-C to the following 
which supersedes all but the first paragraph of Finding 6 
referred .to; 

The Board would be prepared, subject to the approval of 
the Lieutenant Governor in Council, to grant the application 
provided that: 

At a public hearing called for the purpose upon 
eight weeks! notice following the filing with the 

Board of an appropriate submission from the applicants, 

the applicants satisfy the Board that the balance of 

probabilities as they may then best be assessed 

strongly favours the position that, having regard to 

(a) the probable Alaskan development, 

(b) the proposed amended date at which 
commercial operations would commence, 

(c) new evidence of the applicants and others 
relating to the United States demand, 

(d) any new evidence of the applicants and 
others relatingstocthe production, of 
oil in the United States elsewhere than 


in Alaska, and 


del 


(e) any new evidence of the applicants and others 


relating to substantial changes in circum- 


stances affecting the entry of Canadian oil 


in United States markets; 


the deficiencies in the United States supply in the period 


1976 to 1977 would be approximately what the applicants 


anticipated, at the August, 


L968, ,hearingpof theyapplica- 


ptongetorsthe -periodw1 97 36.£0419745 


In the event that the applicants: do not file a submission 


with the Board before September 5, 


be deemed to be dismissed. 


1969, the application would 


The approval which the Board would be prepared to issue 


following the hearing referred to, 


ifethe,applircants satisfy 


the Board on the aforementioned matters and given the further 


approval of the Lieutenant Governor in Council at that time, 


would be in the form reproduced in Appendix C of OGCB Report 


68-C, amended to include reference to the submission to be 


filed by the applicants, 


tions therein shown. 


Dated at Calgary, Alberta 
this 3rd day of March, 
Awg Di ¢1969 


and subject to the terms and condi- 


Respectfully submitted, 


G.iW.s Gove ru? Ens. 
Chairman 


AVF .wMany luk Po Ens 
Deputy Chairman 


Vernon Millard 
Board Member 


APPENDIX A 


Finding 6 of OGCBEV6S=C 


DISPOSITION OF THE APPLICATION 

Having regard to its present findings with respect to 
the applicants ' marketing plan the Board concludes that the 
application cannot be approved at the present time. The barrier 
to immediate approval is the substantial uncertainty with respect 
to the probable magnitude and rate of development of the recent 
Alaskan discoveries. Since, in the Board's view, there is a 
fair possibility that these discoveries could result in°’a new 
United States supply of the order of the Board's high estimates 
of production from Alaska, the Board cannot now accept thatthe 
proposed "new within reach" markets would represent a net gain 
in market for Alberta One Urs 

Nonetheless, the Board does not think it proper, on the 
basis of the possibilities with respect to Alaska which are 
most difficult to resolve now; and which constitute the only 
barrier to present approval, that the application be denied 
or that the entire decision be further delayed. The applicants' 
case reflects their conviction that the Alaskan discoveries will 
not result in additional supplies being developed which will 
ey etiticantly affect their forecast of the United States defic- 
fencies. THe ™Board bpelteves that results of exploration 
activity currently underway and planned for the coming winter 


may permit a more meaningful evaluation of the prospects in 


A-2 
in Alaska to be made in a few months' time. 

The Board would be prepared, therefore, subject to the 
approval of the Lieutenant Governor in Council, to approve 
the aoplication provided that: 

During the month of November 1969 at a public 
hearing called for the purpose upon eight weeks' 

notice following the filing of the applicants' sub- 

mission, the applicants satisfy the Board that the 

balance of probabilities, as they may then best be 
assessed, strongly favours the applicants' contention 
that the probable Alaskan developments will be of the 
order of both those which they have forecast and which 
the Board has included in its low Alaska production case, 
and not such a degree greater as to reduce significantly 
the deficiencies now anticipated by the applicants in 

the United:States indigenous’ supply of crude oil: in the 

periodwi9/732t07119742 

In the event that the applicants do not file a submission 
to be considered at a November 1969 hearing, on or before 
September 5, 1969, the application would be deemed to be dis- 
missed. 

The approval which the Board would be prepared to issue 
following the November 1969 hearing, if the applicants satisfy 
the Board on the aforementioned matters and given the further 
approval of the Lieutenant Governor in Council at that time, 
would be in the form reproduced in Appendix C and subject to 


the terms and conditions therein shown. 


APPENDIX B 


SUBMISSION RE SYNCRUDE CANADA LTD. 
TO THE LIEUTENANT GOVERNOR IN COUNCIL 
THE GOVERNMENT OF ALBERTA 

A short time ago, representatives of Attantic 
Richfield Company, Imperial Oil Limited, Gutties Service 
Athabasca, Inc., and Royalite Oil Company, Limited)! met 
with mémbers of ‘the Cabinet to»vexpress our initial reactions 
regarding Report 68-C of the Alberta Oil and Gas Conservation 
Board which was issued in December of 1968 with respect to our 
application for a permit to produce hydrocarbon products from 
Crown Lease No. 17 at Mildred Lake in the Athabasca Oil Sands 
deposit. Since our meeting, the applicants, individually and 
collectively, have carefully reviewed Report 68-C. 

In summary, the Board in Report 68-C supported the 
application on all+critical:points except» for. its uncertainty 
that "the proposed 'new within reach' markets would represent 
a net gain market for Alberta oil" in or near the estimated 
1973°*plant startup date. The Report noted no defects incour 
marketing plan but expressed "substantial uncertainty with 
respect to the probable magnitude and rate of development of 
the recent Alaskan discoveries". The Board was prepared to 
approve the application if, at a public hearing in November 
1969, it would be satisfied that probable Alaskan developments 
would not "reduce significantly the deficiencies now antici- 


pated by the applicants in the United States indigenous supply 


B-2 


ofherudesolliines the perdodal973¢tor 1974". 

While recognizing the Board's proper concern with 
the recent Alaskan discovery, the applicants submit that such 
additional hearing would not be of decisive assistance to the 
Board. Any reliable forecast of Alaskan production rate and 
its probable effect on U.S. markets and Canadian exports would 
have to be based upon more than a tentative estimate of reserves. 
Definitive evaluations of production and transportation costs 
and market opportunity would be required. These evaluations 
will only evolve over the next few years, and in order to be 
meaningful such evaluations would have to be based upon events 
woiehawillgoccurestepsabyystep duringsthis periods: Intaddition, 
the applicant companies directly and indirectly involved in 
activities on the North Slope of Alaska would be unable to 
testify in the foreseeable future concerning their internal 
assessments of Alaskan possibilities because of competitive 
circumstances relating to exploration and development in that 
particularly sensitive area. 

The most helpful statement we can offer is that 
while the applicants have a range of current estimates of 
future Alaskan production, they are not seriously incompatible 
with the Board's "High Alaska" case and the applicants are, 
therefore, prepared to be judged on the basis of the Board's 


"High Alaska" case. 


B-3 


The applicants have been seeking 4 permit to develop 
Alberta Oil Sands since 1962 and need a prompt decision. We 
are finding it exceedingly difficult, both individually and 
jointly, to continue financial support for oil sand develop- 
ment without definite foreseeable goals and we must emphasize 
that any additional substantial delay may well have the same 
effect as a denial of our application. We do not question the 
Roard sibogicsin requiring additional evidence to justify 
approval of a 1973 startup date for our plant, nor dos wesre= 
quest that the Board change its views in that respect ine Light 
of the presently unresolvable uncertainty regarding Alaskan 
potential. In order to permit a prompt and favourable decision 
by the Board, we are prepared to amend our application and 
accept an approximate three-year delay in authorized plant 
startup date. Commencement of tproduction in the first half 
of 1976 would lead to sustained production to the marketplace 
in early 1977. Given assurance that production would berpert- 
mitted by such date, we would be able to design a stretched-out 
program by scheduling in sequential rather than overlapping 
stages and thereby avoid dissolution of the Syncrude organiza- 
tion. 

In addition to considering this amendment to our 
application which would defer marketing of synthetic crude £or 
an approximate three-year period, the Board should also eval- 


uate new evidence which is now available relatinemeo themLore. 


B-4 


cast of U.S. demand for petroleum. Since the hearing in August 
of 1968 a number of forecasts have been issued in the United 
States showing significant increases in probable U.S. demand. 
In the proceedings before the Board on January 22, 1969 in the 
matter of the application of Muskeg Oil Company there was re- 
ferred to in evidence a new demand forecast which averaged a 
million barrels per day higher than the U.S. demand estimates 
adopted by the Board in its report on the Syncrude hearing. 
The current forecasts by the applicants agree generally with 
these higher estimates. As the Board has recognized, any in- 
crease in U.S. demand would have significant effect upon the 
level of Canadian exports into the United States. The appli- 
cants are convinced that increased U.S. demand, coupled with 
the applicants' proposed three-year marketing delay will meet 
and offset the Board's concern over the possibility of a rapid 
buildup in Alaskan production. 

A hearing at the earliest possible date limited to 
consideration of the new data now available with respect to 
U.S. demand and the three-year marketing delay proposed by the 
applicants, should permit a favourable decision by the Board 
and justify continuance of the activities of Syncrude Canada 
UI eit 

The applicants therefore respectfully request that 
the Lieutenant Governor in Council seek the advice of the 


Board on these matters and determine whether the Board would 


Bed 


consent to amend the conditions under which it world, 1D eip < oe 
pared, subject to the approval of the Lieutenant Governor in 
Council, to approve the application following a hearing called 
at the earliest possible date to consider: 
(a) an amendment to the application to 
provide for an approximate three-year 
delay in startup, and 


(b). a study of new u.S. demand data. 


Respectfully submitted by, 


Up, K. Spragins" (Sed) 


F. K. Spragins, President 
Syncrude Canada Lids 
Om Deh ainore 


Atlantic Richfield Company 
Cities Service Athabasca, Inc. 
Imperial Oil Limited 

Royalite Oil Company, Limited 
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